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The Making of Socio-Economic Policy in The Netherlànds 1949-i955
The research topic is the makint of socio-economic policy in the
Netherlands during the period 1949-1958 The making of this
policy is studied as an interplay of forces, the outcome of which
is determined by cabinets, polit ical parties, social partners and
other special interest organizations, and by advisory or official
bodies l ike the Social and Economic Council (SER), the Labour
Foundation (SvdA), the Central Planning Bureau (CPB), and the
Bank of the Netherlands (DNB). Drawing up a particular policy
these agents may be inf luenced by external developments which
also determine the scope for polit ical decision-making.
The area of research has been arranged as follows. In socio-economic
policy a distinction is drawn between policy objectives and policy
instruments. As our starting point we take the socio-economic policy
objectives formulated in the early nineteen-fift ies by the Social
and Economic Council. These objectives were: maximization of
national income and a growth of that income per head of the popula-
tionl maintaining full employment; maintaining at least an equil ibrium
on the balance of payments and, if possible, create a surplus; main-
taining a strong competit ive position of Dutch trade and industry
on the world market. Moreover, the Council argued for a more
satisfactory distribution of national income and greater price stabi-
l i ty. This policy pursues cyclical and structural policy goals. In
order to realize the cyclical policy objectives, the following policy
lnstruments are employed most frequently: budgetary and fiscal
policy, monetary policy and, especially in case of overspending,
wage and price policies. In order to attain the structural policy
goals, the Íollowing policy instruments are most frequently employed:
wage policy and, in a certain sense also, price policy, tax and sub-
sidization policy (in particular the tax and subsidization systems),
promoting international integration and market retulation. The
discussion about cyclical and structural policy is dominated by two
themes. The first of these is the regulation issue: Is the production
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p r o c e s s  t o  b c  c r o n t r o l  l e d  b r  p r l v a t e  u l t l . r t r \ r ' o r  s h o u i ( l  r t  b e  g o v e r n -
m e n t  r c g L r l a t c c i ' . ' T h c  s c c o n d  t h e m e  i s  t l r t ' ( l l s t r r b u t i o n  t s s u t , ' :  \ \ ' h i c f r
rncomc t roups  shou ld  bcr rc f  r t  f  rom a  r t ' c l i s  t r tbLr t ron  o1  tn t 'on ' i c .  ln
the  po l  i t i c  a l  a rena,  w l rc re  p r lo r r t les  . r rc  se t  wr th  rcspcc t  to  the
o b j e c t r v e s  a n d  w h e r e  d e <  r s L o n s  a r e  t a k t ' n  a b o u t  t h e -  e ' n r p l o v r n e n t
o f  p o l r c r  r l s t r u m e n t s .  c l r l f  c r c n t  r n s t r t u t r o n s ,  b o d i e s .  o r g . r n r z a t l o n s
and par t rcs  opcra te :  the  r r ra rn  bodres  arL-  t l l c  cabrnet  anc l  p .L r l ra rnent .
t l ' ra t  rs  to  say  the  sccond chamber .  In  o rdcr  to  kecp thc  nur rber
o f  d o c u r r c n t s  í o r  s t u d l '  w r t h i n  r e a s o n a b l ( '  l r n r r t s ,  t h e  d e ' < r r s r o n - r n a k r n g
p r o c e s s  o f  t h c  f  r r s t  c h a r r b c r  -  d u r r n g  *  h i r : h ,  l n  g c n c r a l .  f  e r v  r f
a n l  s r l b s t a n l r a l  c o n t r r b u t l o n s  t o  g o v c - r Í l f  n L - n t  p o l i c v  a r c  n r : L c l c  -  h a s
b e e n  e x c i L r d c d  f r o m  e x a m i n a t r o n .  t \ t t o n t l o n  h a s  b c t  n  d c ' r ' o t e d  t o
the  par ty  po l  i t rca l  co l  l iLbora t ron  in  t l rc  coa l  i t ion  t : . rb rnc ts  unde r
l ) r e e s  w h i c h  r v e r e  i n  p o w e r  f r o m  i 9 4 3  u p  t r i l  a n d  r n c l u d i n g  1 9 5 S .
and to  lhe  connect ron  be t r . r ,  een these cabrnc ts  on  the  one h : rnd  and
t h e  g o V e r n i n g  a n d  o p p o \ r t r ! ) r r  p d r t l e s  L ) n  t h c  o t l r e r . , ' \ l s O  t f r t ' d t - r ' e l o p
r ren ts  w l t i ln  these par t r t  s  have been c l rsc 'ussed rn  c l t ' t i L r l .  as  we l l
as  thc  dcvc lopments  re -s r r l t ing  f  rom in tc rna l  conJ  l i c ' t s  und thosc
r n i t r a t e d  b y  t l r e  t h e o r e t r c . i l  g r o u n d w o r k  < i o n e  b l ' s c r t - n t r l L c  b u r e - a u s .
T h e  s e c : o n c i  r l a l n  g r o u p  I n  t h e  p o l r t r c a l  s p c c t r u n r  ( ' o n ) l ) r l s c s  t h c :
s p e c r a l  l n t L - r e s t  o r g a n r z a l l o n s  o f  e n ' i p l o v c r s  ( r n c : l u d r n g  l a r r r r c r s ,  m a r -
ke t -gardncrs  anr l  shopkccpcrs )  and emplovcr -s  who,  v ra  scvcra l  char i -
ne ls ,  havc  an  i r rpor tan t  say  r Í r  the  de t ' rs ron-nrakrng  abor r l  and thc
c o m p o s r t l o n  o f  t h e  s o c r o  e c o n o m i c  p o l  r r : 1 ' .  - S o m e  o f  t l l ( ' s c  g r o u p s
a r e  p r o v i d c c l  b v  t h e  ï r a r n c r ' , , o r k  o Í  r n s l r t u t r o n s ,  t h e  s o - c : : L l l r - d ' q u a J  r t t
s e a t s ' o f  t l r c  s c c o n d  c h a r n b c r  p a r t r e s ,  a n d  t h c  S o c r a l  a n c l  f . < : o n o m r r
Councr l "  Vr : r  the  Ja t te r  p l iL t lo rm,  the  soc : ra l  par tners ,  togc thLr r  wr t f r
the  governrnent -apporn tcd  rncnrbers ,  ac lv rsc  cabtne ts  o Í r  : r  ia rgc
var re t ) ,  o f  sub lec ts .  T f rc  cx ten t  to  r ' , ' h i , :  h th rs  adr  r t ' c '  rn f  luences
the  cabrne- t  and the  par t rc -s  rn  the i r  po l  r t i c ; , r l  dec is ron- rna l<rng  process
h a s  b e e n  s t r r d L e d  r n  B r c a t c r  c l c t a r l .  S r n r r l a r  r c s e a r c h  i r a s  b c c n  d o n c
rn to  thc  rn i lucnr :e  o ï  thc  Ccnt ra l  P I : r r r r r r r rg  Bureau anc l  thc  Bank
o f  t h e  N e t h e r l a n d s .  F l n a l l y .  r ' x t e r n a l  c o n d i t r o n s  h a v e  b c e n  s t u d i e d
a n d  t h c L r  r n f l u e - - n c e  o n  t h c  s i t u a t i o n  i n  t h ( ' \ e t h e r l a n d s .  a n r l  r n  p a r -
t t c u l a r  o n  p o 1  r t r c a l  r e l a t r o n s  : L n d  p o l l t r c a l  c l e r r : i s i o n - m a k i n g .  t ) f  t h e s e
e r t e r n a l  c o n d r t r o n s ,  d e v e l o p r r c n t s  a b r o a d  f r a v e  b e e n  e s p e < - - r a 1 l 1  s l t n i f l -
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:en especially signifi-
cant. Firstly, the end of the forties saw the gradual emergence
of the East and West blocs and the subsequent economic and military
cooperation as part of the Atlantic all iance. At the same time
a general awareness manif ests itselÍ that with its open-market
system the Dutch economy is dependent for its growth and prosperity
on developments abroad. The Netherlands are, thereÍore, particularly
interested in razing existing barriers in international trade and
international payments. As was indicated above, the making of
a socio-economic policy in this study is seen as an interplay of
forces, the outcome of which is determined by cabinets, polit ical
parties, special interest organizations and advisory bodies. In their
considerations, these agents are in a greater or less degree influenced
by developments abroad. Due to the multitude and the variety of
subjects the area of research is vast. Further definit ions, therefore,
are required to arrive at a manageable research f ramework. For
that reason, this study has been concerned with the three basic
questions below.
l. Do the agents in the polit ical arena believe in the necessity
of macro-economic adjustment policies by the government, during
periods oÍ disequil ibrium. Or do they, on the contrary, believe that
the economy is a self-regulating process? A third possibil i ty is
the view that the economic process demands for detailed planning
and immediate intervention. These questions make up the regulation
issue.
2. Do the agents in the polit ical f ield accept the principle of tncome
redistribution by means of taxation, social security policy and other
specific income-policy measures? Who should benefit from the distri-
bution of income: the capital owners, the self -employed entrepre-
neurs, or those dependent on wages and allowances. These questions
make up the distribution issue. Our study of these regulation and
distribution issues has been focussed by the following question:
3. Do the opinions of the most important agents in the polit ical
arena of the nineteen-fift ies converge on regulation and distribution
issues, or do their views increasingly diverge?
It is assumed that there is a connection between this convergence
and divergence on the one hand and the various types of co-opera-
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t lon  Detween po l r tLCa l  par t ies  on  the  o ther .  The most  l Ínpor tan t
o f  these were  the  broad-base cab ine ts  o f  whrc f r  the  Catho l  i cs  (KVP)
and the  soc ia l -democra ts  (PvdA)  lo rmed the  nuc leus .  Th is  assumed
connect ron  be tween v rews on  regu la t ion  and d is t r ibu t ion  issues  and
po l  i t i ca l  co-opera t lon  f  o r  ms the  bas is  o í  the  qucs t rons  dea l t  w t t l ' r
rn  th is  s tudy  and whrch  have been de ï rned as  fo l iows:
To what  ex ten t  do  the  phenornena o í  convergence and drvergence
o n  r e g u l a t i o n  a n d  d r s t r t b u t r o n  l s s u e s  p r o v r d e  d n  e x p l d n d  L l o n  I o r
the  success  and fa i lu re  o f  the  PvdA-KVP coa l i t ron ,  How cou ld  the
coa l r t ion  o f  PvdA and KVP between 1948 and I9J8  endure  fo r  such
a  l o n g  t i m e .  W h y  d i d  t h e  c o a l  l t i o n  c o m e  t o  a n  e n d  r n  1 9 5 8 ?
The most  impor tan t  conc lus ions  ar r i ved  a t  ln  th rs  s t r , rdy  may be
summarrzed in  te rms o l  the  convergence and drvcrgence thes is .
The bas ic  fac to r  cons t i tu t ing  the  government  co l labora t ion  be tween
KVP and PvdA dur ing  most  o f  the  nrne teen- f i f t ies  was the  conver -
g e n c e  o I  t h e s e  p a r t r e s ' v r c w s  o n  m a c r o - e . o n o m l c  p l a n n r n g .  A s  a p p t ' a r -
e d  d u r r n g  t h e  b a l a n c e  o f  p a l  m e n t  c r r s e s  o I  1 9 5 l  a n d  1 9 5 6  r n  p a r -
t i cu la r ,  there  was consensus  o f  op in ion  about  wh ich  ob jec t ives  o f
the  macro-soc io -economrc  po l  rcy  to  pursue w i th  the  a id  o f  the  cyc l i -
ca l  and s t ruc tu ra l  po l rcy  ins t ruments .  These ins t ruments  were  deve lo -
ped to  a  cer ta rn  degree,  under  the  in f luence o f  Ke l ,nesran  thought .
C o n v e r g e n c e  a . l s o  m a n i f e s t e d  r t s e l f  i n  t h e  ï w o  p a r t l e s ' r d e a s  a b o u t
the  poss ib i i i t y  in  p r rncrp le  o1  the  redrs t r ibu t ion  o f  income by  n teans
o í  t a r a t r o n .  s o <  r a l  s e c u r i r y  p o l r c y  a n d  o t h e r  \ p c (  l l r c  r n c s p "  O o 1  ' a t
measures .  But  one source  o f  con t inua l  tens ion  be tween bo th  coa l i t ion
par tners  were  ther r  d rvergrng  v rews on  the  red is t r rbu t ion  o f  income.
The KVP,  suppor ted  by  the  fac t ron  o í  Pro tes tan t -Chr is t rans  and
the  l ibera ls ,  he ld  the  v iew tha t  the  income d i Í fe rences  be tween
the  lowest -pa id  and the  mrdd le-groups  shou ld  inc rease,  whereas
the  PvdA,  together  w l th  the  Nether lands  Soc ia l  i s t  T rade Un ion
Federa t ron ,  pursued a  red is t r rbu t lon  po l i cy  p recrse ly  a rmed a t  leve l -
l i n p  ï h e s e  d r f f e r e n c e 5 .  T w i c e  t h e  c o a l i t i o n  a v o i d e d  a  f a t a l  e s c a l a t i o n
on th is  i ssue because a  ba lance o Í  payment  c r is is  anc l  the  subsequent
r e s t r i c t i o n  o f  e x p e n d r t u r e s  d e m a n d e d  e v e r y o n e ' s  a t  t e n r i o n .  D u r i n g
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between East and West, the income distribution issue was placed
second to the modification of the budget and the balance of pay-
ments. During the second round of expenditure restrictions in 1956
all important parties, including the Protestant-Christians and the
liberals, actively supported this policy. When expenditure restrtc-
tions were f irst imposed, however, that active support had come
mainly from the PvdA and KVP. In the early nineteen-fift ies, during
the Íirst expenditure restrictions, the Protestant-Christians and
the l iberals had not as yet come to accept the application of newly
developed anticyclical instruments of monetary and fiscal policy.
Rather, they were guided by the classical-l iberal view that govern-
ment control of the economic process should be l imited to a mini-
mum. In additon they believed that a balance between Bovernment
earnings and expenditures ought to be pursued. During the period
between 1952 and 1956 the Protestant-Christians and the l iberals
(under the inÍluence of Keynesian thought which was rapidly gaining
territory) began to accept the possibil i ty in principle of broad plan-
ning. Thus, their views increasingly converged with those of the
Catholics and the social-democrats.
This reorientation on the part oÍ the Protestant-Christians and
the l iberals created new coalit ion opportunities for the KVP. From
now on the KVP could conduct the socio-economic policy it desired
to meet the requirements of the times, not only with the PvdA,
but  a lso wi th the ARP. CHU and VVD. The format ion of  a centre-
right coalit ion became the more obvious choice from the moment
the KVP, pitching its income distribution demands higher, increa-
singly opposed itself to the PvdA. After the Mandate of 1954, the
KVP could propagate the acquisit ion of individual property as one
of the ways to realize its ideal of becoming a unity party for all
Catholics and the greatest polit ical party in the country. The Pro-
testant-Christians and the l iberals were its ideal all ies. Together
they opposed the PvdA policy - actively supported by the Netherlands
Socialist Trade Union Federation - oÍ government controlled wage
determination which serves to maintain the equalization of incomes
achieved in the past. The KVP, supported by the ARP, CHU and
VVD, conceived of income policy as a means oÍ increasing the diÍ-
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